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Department of Commercial Accounting 
Cost Accounting 2 
CCZ2-2 
 
LAST ASSESSMENT OPPORTUNITY 
18 NOVEMBER 2017 
 
Time: 180 minutes Marks:  100 
Assessors: Mr D du Plessis 
Moderator: Mr E Ghyoot 
 
INSTRUCTIONS: 
 This paper consists of 6 pages (including the cover page)  
 Answer all questions. Show all formulae, calculations and workings clearly. 
 Please start each question on a new page. 
 Silent, non-programmable calculators may be used. 
 Where applicable, round all calculations to two decimal places, unless stipulated otherwise. 
 
Question  Topic  Marks  Time 
1  Job Costing  20  36 Minutes 
2  Process Costing  35  63 Minutes 
3  Cash Budget  20  36 Minutes 
4  Flexible Budget  20  36 Minutes 
5  Budgeting Theory  5  9 Minutes 
    100  180 Minutes 
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QUESTION 1                                                                                                             20 Marks 
Happy Weddings Ltd provide planning, venues and catering services for various celebrity 
weddings across the whole country. Each wedding is unique and seen as a separate job with 
its own costs allocated to it. The predetermined overhead recovery rate is based on prime 
cost. During October, Happy Wedding had the following budgeted information available: 
Manufacturing Overheads R2 250 000 
Direct Material R800 000 
Direct Labour R700 000 
 
Total actual costs incurred thus far for the current weddings are as follows: 
Wedding Name Direct Material Direct Labour Manufacturing Overheads 
McKenzie R450 000 R330 000 R1 200 000 
Naidoo R310 000 R280 000 R1 100 000 
 
At the start of October the McKenzie Wedding already incurred R70 000 in costs. This was 
made of R20 000 direct material, R20 000 direct labour and R30 000 manufacturing 
overheads. Both the McKenzie wedding and Naidoo wedding took place in October. The 
McKenzie wedding was charged to the client for R2 500 000, while the Naidoo wedding was 
charged to the client for R2 000 000. 
REQUIRED: 
1.1 Calculate the predetermined overhead recovery rate for Happy Weddings Ltd. (2) 
1.2 Prepare a Job cost card for Job Naidoo. (4) 
1.3 Prepare the work in process account for Job McKenzie and the total 
manufacturing overhead control account. 
(10) 
1.4 Calculate the total profit for Happy Weddings Ltd. (4) 
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QUESTION 2                  35 MARKS 
Tru-Cape Limited manufactures juice in two consecutive processes using the FIFO method of 
inventory valuation.  
The process starts in the processing department where the fruit pulp is added evenly from 0% 
to 50% of the process. The pulp is then pressed, and all the solids are drained off. The fruit 
juice goes through a process of moisture reduction before the sweeteners are added at 75% 
of the process. The mixture is cooled and put in holding tanks in preparation for the bottling 
process.  
In the bottling process the mixture is heated to UHT temperatures to sterilize the concentration 
before being bottled in 500ml bottles at 25% of the process. The bottles are then fed through 
the cooling process before being capped when the process is 75% complete. Labels are 
added when the process is 80% completed before being sent off to the packaging department. 
All conversion costs are incurred uniformly throughout the processes.  
The following relates to the activities for August 2017: 
Units Mixing Process Bottling process 
Beginning WIP  
Ending WIP  
Completed and transferred 
15 000 litres (65%) 
16 000 litres (30%) 
65 000 Litres 
12 000 bottles (45%) 
7 000 bottles (40%) 
??? Bottles 
Cost (R) Mixing Process Bottling process 
Beginning WIP: 
Cost transferred from Mixing Process 
Fruit pulp 
Sweeteners 
Bottles 
Caps 
Labels 
Conversion costs 
 
- 
R154 800 
R 24 000 
- 
- 
- 
R45 000 
 
R7.25 per bottle 
 
- 
-- 
R7 200 
- 
R7 020 
CCZ2-2 COST ACCOUNTING 2   LAO NOV 2017 
4 | P a g e  
 
Costs added during March: 
Costs transferred from mixing process  
Fruit pulp 
Sweeteners 
Bottles 
Caps 
Labels 
Conversion costs 
 
R5 857200 
R1 002 000 
- 
- 
- 
R2 677 400 
 
R7,50 per bottle 
- 
- 
R84 500 
R27 000 
R20 250 
R178 740 
 
REQUIRED: 
2.1 Prepare following parts of the cost and production statement for the mixing 
process.   
2.1.1 Step 1:  Timeline and flow of units (Clearly show all calculations) 
2.1.2    Step 2:  Equivalent units 
 (4)      
 (5) 
   
2.2 Prepare the cost and production statement for the Bottling process.
                                                                                       (Hint: 5 Steps) (26) 
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QUESTION 3                    20 MARKS 
Pen a Pencil Limited is a merchandising company that sells stationery and other school 
supplies. The company is planning its cash needs for June, July and August 2017. The 
following information has been provided to assist in preparing a cash budget for the period: 
 
Budgeted monthly income statement for 
June 2017 to September 2017 
 June July 
 R R 
Total sales 20 000 35 000 
Cost of sales 12 000 21 000 
Operating expenses   
Selling expenses 3 600 5 200 
Administrative costs 2 800 3 600 
Net income 1 600 5 200 
 
Note the following additional information:  
 Administrative expenses include R1 000 depreciation each month. 
 15 % of total sales are for cash. Credit sales are collected over a three-month period 
in the ratio of 15% in the month of sale; 60% in the month following sale and 20% in 
the second month following sale. The total sales for April amounted to R15 000 and 
that of May R18 000. 
 Inventory purchases are paid for within 15 days. Thus, 50% of a month’s inventory 
purchases are paid for in the month of purchase. 
 Purchases amount to 75% of the following month’s total sales. 
 Dividends of R1 000 will be declared and paid in August. 
 The cash balance on 31 May was R28 000.  
 Selling and administrative expenses are paid in the month in which they are incurred. 
 
REQUIRED: 
3.1 Prepare the cash budget for June 2017. (Show all calculations)                              (18) 
3.2 What are the objectives of cash budgets?                                                                  (2) 
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QUESTION 4                    20 MARKS 
Plant Man Ltd manufactures cement pots for verandas.  Currently, the company is operating 
at an activity level of 70% which represent 6 300 units.   
The sales manager believes that a realistic forecast for the next budget period would be at a 
65% activity level. 
 
The following information is available. 
 
 
Cost item 
Level of activity 
60% 70% 80% 
R R R 
Direct material 28 350 33 075 37 800 
Direct labour 12 150 14 175 16 200 
Manufacturing overheads 28 200 30 900 33 600 
Selling and distribution costs 23 625 23 625 23 625 
Administration costs 31 725 33 075 34 425 
Total costs 124 050 134 850 145 650 
 
The budgeted selling price is R30 per pot. 
REQUIRED: 
4.1 Calculate the number of units that each activity level present as well as the cost per 
unit for each of the cost items at all the activity levels.     (6) 
4.2 Identify the cost behaviour, of each cost item, as either fixed, mixed or variable.  (5) 
4.3 Calculate the total fixed cost and the variable cost per unit for each of the cost items 
identified as a mixed cost in question 4.2.       (4) 
4.4 Prepare a flexible budget at an activity level of 65%.     (5) 
 
 
QUESTION 5                      5 MARKS 
List 5 factors which could influence sales forecasts for the future?  (5) 
